
 1

CHAPTER ONE   

 INTRODUCTION 

  

 After 1993, China shifted from being an oil exporter into being an importer. China’s 

increasing economic growth has been accompanied by a doubling of energy demand. 

China has only 2.3% of the world’s oil reserves and 1 % of natural gas reserves, but its 

annual consumption accounts for more than 6 % of the world total. At present, 30 percent 

of its oil consumption relies on imports and this number is estimated to increase to 70 

percent by 2020. It is projected that China will need to import some 60 percent of its oil 

and at least 30 percent of its natural gas by 2020.1 The Middle East has been the largest 

trading partner of China for years. (China imports nearly 52 percent of its oil from the 

Middle East.) But due to the unstable political situation in the Middle East, China is 

much more concerned about Central Asian energy resources. 

The collapse of the Soviet Union in the early 1990s left a power vacuum in 

Central Asia and let not only China, but also the other energy-hungry countries concerned 

more about the region. This renewed interest in the region is best explained by its rich 

reserves of petroleum and natural resources , which has attracted significant attention 

from the outside world, particularly among these energy-starving states : Russia, China 

and as well as the United States. 

Today, China is the second largest consumer of energy and the third largest 

importer of oil.  Russia is among the top ten in proven oil reserves, is the largest exporter 

                                                 
1 Erica Strecker Dawns,  China’s Quest for Energy, (California:RAND, 2000), p.23. 
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of natural gas, the second largest oil exporter, and the third largest energy consumer. On 

the other hand the United States is the largest consumer of energy 

In June 2003, Beijing reached to a $150 billion agreement with Russia to tap 

fields in Siberia and send the oil through a new pipeline to China.2 The project was to 

supply as much as one-third of China's needed imports by 2030. Even though China’s 

offer Angarsk-Daqing pipeline route is much more less costly and is the shortest possible 

distance, in 2004 Russian government decided to change the route of oil transmission 

pipeline from Angarsk-Daqing to Taishet- Nakhodka which is in favor of Japan’s interest. 

As the main Taishet line would run through Russian territory, Moscow could control the 

entire line and directly export crude oil to Japan, South Korea and, most importantly, to 

the world's biggest energy user the United States. However in 2006, Russia has said that 

it plans to build a Siberian oil pipeline to the Sea of Japan that will branch off to China's 

northeast region. The 4,100-km trans-Siberian pipeline will have the capacity to carry 80 

million tonnes of crude a year, with 30 million tonnes going to China and 50 million 

tonnes to be shipped from Russia's Pacific coast to Japan and other Asian buyers. In 

March, 2006 Russian President Vladimir Putin signed an agreement in Beijing on the 

construction of two pipelines to supply China with gas. Officials said the pipelines could 

deliver up to 80 billion cubic meters (bcm) of gas annually and could be ready within five 

years. It seems that Russia is trying to compensate the possible demise of the Angarsk-

Daqing project by a multibillion-dollar pipeline project to export Siberian natural gas to 

China. 

                                                 
2 Energy Information Administration, Monthly Energy Chronology-2003, Available at: 
http://www.eia.doe.gov/emeu/cabs/chrn2003.html.  
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Since Russia and Central Asian states define themselves the reliable supplier of 

energy resources to the Asian region, on the issue of exporting their energy resources to 

China, Central Asian states and Russia are seemed to be competitors. However, after 

Russia’s failure to start the Siberian oil pipeline from Angarsk to Daqing, damaged the 

trustful relations between Russia and China, and make China to shake hands with Central 

Asian states. 

Kazakhstan and Turkmenistan are two biggest energy suppliers among Central 

Asian states. Kazakhstan has the largest proven reserves of oil in Central Asia and the 

Caspian Region. Since China’s economy has grown rapidly and at the same time the 

country’s dependence on oil has greatly increased, Kazakhstan has been the primary 

beneficiary. Production of oil and gas condensate in Kazakhstan amounted to 61.9 

million tons in 2005, which was 4.3% more than in 2004. Kazakhstan exported 52.4 

million tons of oil and gas condensate a year in 2004 and 2005. Turkmenistan is another 

potentially energy supplier. Turkmenistan has about 2.1 trillion cubic meters in reserves 

and making it the state with the 13th largest natural gas reserves. 

In June 1997, the China National Petroleum Corporation (CNPC) signed a 

contract to build a 3000-kilometer pipeline from Kazakhstan to China (between Uzen & 

Aktyubinskfields to Karamayfield) which would also supply Iranian refineries. However, 

it didn’t come to pass until when Russian government has chosen to run a planned new 

oil pipeline opening its huge eastern Siberian fields up to the Asia-Pacific market via 

Japan rather than China. In May 2004, Kazakhstan and China have signed a deal to build 
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a 1,240-km oil pipeline from Kazakhstan (Atasu) to the Chinese border (Druzhba3) which 

began delivering oil in May 2006. The initial oil transport volume is designed at 10 

million tons a year, and the future volume is expected to reach 20 million tons. It runs 

from Atasu in northwestern Kazakhstan to Druzhba in China's northwestern Xinjiang 

region and provides Kazakhstan with a non-Russian oil export alternative route for the 

first time. Further, in April 2006, Turkmenistan and China agreed to build a 2,500 mile 

pipeline to move Turkmen natural gas to the Chinese market. In July 2007, China and 

Turkmenistan signed a landmark gas deal and they pledged to complete gas pipelines 

between the two countries as soon as possible. 

Today, Russia’s relations with resource-rich Central Asian States-Kazakhstan & 

Turkmenistan- seem to be getting closer, especially after three states-Kazakhstan, 

Turkmenistan and Russia- came together and signed an agreement to build a gas pipeline 

from the Caspian shore to Russia in May 2007. Russia is more likely to increase its 

influence in the region by strengthening its relations with Central Asian states and with 

China at the same time.  

Against this background, the purpose of this study is aimed at addressing and 

answering following questions: (1) What is the strategic importance of Central Asia for 

China? (2) What reasons get China and Central Asian states together in terms of energy 

relations? (3)  What could be the Russian factor in China’s energy policy in Central Asia?  

(4) How will the Russia-China strategic partnership develop? (5) Will China and Russia 

deepen the mutual trust and strengthen the basis for bilateral relations? (6) Will Russia 

accept “junior partner” status or instead gradually distance itself from China? (7) What 
                                                 
3 Druzhba (Russian: Дружба) and Dostyk (Kazakh: Достық) whose names, both Russian and Kazakh 
mean friendship in each respective language. The point of entry on the Chinese side is named as 
Alashankou（阿拉山口）. 
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are the advantages of trade with China for Central Asia? (8) How do the good relations 

with the Central Asian countries especially Kazakhstan and Turkmenistan affect the 

relations between Russia and China? (9) How great is the potential for 

cooperation/conflict between Russia and China? (10) What would be the ‘energy-hungry 

US’ policy in this strategic area? 

This study takes China’s energy policy in Central Asia as a starting point and asks 

about the strategic importance of Central Asia for China and  gives information about the 

China’s energy policy as a whole and its bilateral energy-trade relations with Central 

Asian States. The third chapter analyzes the Russian factor in China’s energy policy in 

Central Asia by giving information about Russian energy-trade relations with Central 

Asian States and seeks to develop an understanding of current relations among three 

important energy-hungry states-Russia, China and the US in Central Asia. 

NOTE: This paper focuses mainly on the petroleum: oil and gas. 
 

 

 

 

 

 

 

 

 

 

. 
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1.1       Theoretical Framework 
 

 

This chapter provides an in-depth analysis and discussion of the theoretical 

concepts used in this study and elaborates on the adaptations made to them. On the level 

of the international system, energy security theory will be used to theorize Russian factor 

in China’s energy relations in Central Asia.  

    Energy security as a concept is widely used in the media and in academic research, 

but its definitions are vague and often limited only to the economic aspects of the 

phenomena. For instance the energy security defined as an attempt by energy customers 

to protect themselves from interruptions, that could endanger supply of energy as an 

result of an accident, terrorism, insufficient investment in energy infrastructure or 

insufficient organization of the energy markets4 

 Since the energy producers have comparable over dependency threat perceptions 

on only few energy customers or energy markets, regional energy security cannot be 

approached only from the point of view of energy importing countries. 5  Therefore, 

energy security analysis should be able to combine both economic and political aspects of 

energy security as well as the perspectives of both energy producers and customers. 

 

 

 

                                                 
4 Vladimir Milov, “Russia in Global Affairs”, Global Energy Agenda Vol.3 No.4, (October/December 
2005): p. 60. 
5 Shamil Midkhatovich Yenikeyff , “The G8 and Russia: Security of Supply vs. Security of Demand?”, 
(August 2006), Available at: 
http://www.oxfordenergy.org/pdfs/comment_0806-1.pdf 
. 
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1.1.1    Structure of the Security Complex 

 

Structure of the security complex can change as a result of changes in the regional 

balance of power or as a result of change in historical amity and enmity patterns. Four 

structural options available for security complex are: 

 

1) Status quo, where changes in distribution of power or amity/enmity patterns have 

not transformed the essential structure of the security complex; 

2) Internal transformation, where structure of the security complex changes within 

the existing boundaries of the complex as a result of changes in those two factors; 

3) External transformation, where outer boundary of the security complex is changed, 

because new states move into the complex or states move away from the complex. 

This usually implies redefining more than one security complex; 

4) Overlay, which in military security means overwhelming military presence by 

more powerful state in the area of weaker states that suppress functioning of 

normal security dynamics of the region.6 

Harvester Wheatsheaf: Hertfordshire. 
 
 

 

1.1.2    Energy Security Complexes 

 

                                                 
6 Barry Buzan , People, States and Fear: An Agenda for International Security Studies in the Post-Cold 
War Era, (Harvester Wheatsheaf: Hertfordshire, 1991), pp. 215-220. 
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Traditionally, energy security is defined as an uninterrupted supply of energy that 

supports national economic growth and defense at a reasonable price by way of energy 

independence and self-reliance.7 It means that, any state that relies on imports is ipso 

facto a less secure state. It is important to note that, energy security applies not only to 

the source of energy supplies but also to the transit of energy. In other words, energy 

security involves the safety of whole infrastructure and supply chain (pipelines, 

refineries).8 

As Buzan and Waever defines9, the threats rising from energy dependencies are 

usually more intense between the states (or regions) in close geographical proximity. 

Russia and China’s struggle for oil can be evaluated in that context. On the other hand, 

thousands of kilometers long oil and gas export pipelines can link states, located 

geographically far apart, into a same chain of energy (interdependency). A good example 

is the US and Western European energy dependency on Central Asia and Middle East. 

In order to outline an energy security complex, one needs to evaluate the relative 

strength of energy dependencies by measuring such factors as energy trade balance, level 

of (domestic) energy resources and possibilities for energy diversification. In the 

Eurasian context this idea can be roughly conceptualized by thinking the relative (%) 

energy dependency of different CIS-states on Russian gas, oil and electricity imports 

measured against their ability to diversify energy imports from alternative sources or 

increase their own domestic energy production.  

                                                 
7 Daniel Yergin, “Ensuring Energy Security”, Foreign Affairs, (March/April 2006.) 
8 Daniel Yergin, “What does Energy Security Really Mean?” The Wall Street Journal, (11 July 2006). 
9 Barry Buzan & Ole Waever (2003), Regions and Powers: The Structure of International Security, 
(Cambridge: Cambridge University Press, 2003), p.4. 
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Since the 1960’s and 70’s the dependency and interdependency concepts have 

been widely used in the Marxist oriented research on global inequality structures, north-

south and centre-periphery conflicts. More over, in the mainstream IR theory 

interdependency has been associated with liberalist emphasis on markets (dependency) 

versus realist or neo-realist emphasis on political (dependency). According to Sullivan for 

example, the mainstream liberal arguments have advocated separation between economic 

and political issues, i.e. that economic activities occur in non-politicized space, where as 

realist regard economics subordinate to politics, because for them nations are the main 

actors and the power is the main objective.10 The difference is illuminated by Benjamin 

Cohen, who by building upon Richard Rosecrance’s distinctions has argued that in the 

two extremes liberalism sees states mainly as trading states seeking absolute gains and 

not interested what are the gains of other states, where as realism sees states mainly as 

territorial states, seeking gains relative to other states, i.e. gaining (better) position among 

the states. 11 

Equally important factors that define the energy security complexes are the 

historical amity and enmity patterns that have an influence on how the energy 

dependency is perceived. Each energy dependency case can be perceived in varying 

degree either as a mutually beneficial interdependency (positive dependency) or as an 

unequal and threatening dependency (negative dependency). In other words, the amity 

                                                 
10 Michael P Sullivan , Theories of International Relations – Transition vs. Persistence, 
(NewYork:Hampshire, 2002), pp. 172-174. 
11 Benjamin J.Cohen , Review: The Political Economy of International Trade, (spring 
1990), pp.274; see also Richard Rosecrance (1986), The Rise of the Trading State: Commerce and 
Conquest in the Modern World, pp. 8, 17, 30. 
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and enmity patterns can be seen as factors that partially explain why certain energy 

dependencies are politicized and/or securitized when others are not.  

 

1.1.3    Structure of the Energy Security Complex 

 

Structure of the energy security complex may change as a result of relative 

changes in the energy dependency (%) or as a result of shifts in the perceptions of the 

energy dependency to energy interdependency or vice versa. Building a new power plant 

by one state for example could decrease its energy dependency, but this might not be 

enough to alter the existing regional energy dependency patterns and therefore the 

structural status quo of the energy security complex. Internal transformation would occur 

when regional energy projects are significant enough to change the dependency patterns 

within the region. External transformation can occur as a result of major strategic energy 

infrastructure undertakings, such as new oil and gas pipelines, that bring substantial 

amount of additional energy resources to the complex from outside, change the energy 

dependency patterns and link new states to the complex. By extension, this might shift 

the boundaries of more than one energy security complex. Overlay in the energy security 

complex could be viewed as a (almost) total dependency on a one energy supplier (or a 

customer) in the region. Overlay could also occur if one state has a monopoly position in 

energy transportation. The near 100% control of Russian gas monopoly Gazprom over 

the Central Asian gas exports to world markets is the prime example. Rough hypothesis 

on energy security complex structure polarity could be the following: more the structure 

of the complex is tilted towards unipolarity more the degree of dependency within the 
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complex, where as more the structure is towards multipolarity the more degree of 

interdependency within the complex. This formulation is simplification that is open to 

criticism on grounds that interdependency is equaled with less conflict prone in state to 

state relations. For example Waltz has argued that: “[…] mutuality of dependence, which 

is a feature of multipolar systems, compels each state to observe others with suspicion.” 

and as Mearsheimer has argued: “[…] if interdependence is high, there are many 

occasions in which the states can come into conflict.”12  But on the other hand states 

equal more diversification in energy issues to more energy security and therefore in this 

respect energy security seems to differ from the neorealist understanding of security. 

 

1.1.4   China’s Energy Security Paradigm 

 

 Since energy security paradigm suggests to ensure the country’s energy security 

by all means from political, economic means to military ones, the implication of China’s 

energy security policy involves the followings: to adopt a energy security policy 

grounded in national security and a strategic vision; to raise the importance given by the 

government to energy security; to encourage the overseas activities of China’s oil SOE; 

to adopt a policy of diversification.13 

 China is a growing fast economy and as a result of this rapid growth it is 

consuming a lot and becoming the second largest economy in the world. A lasting excess 

of long-term oil consumption of China over the amount of national oil reserves indicates 

                                                 
12 Andrew Linklater , Neo-realism in Theory and Practice. In Ken Booth and Steve Smith (eds.), 
(Cambridge:Polty Press, 1995), p. 247. 
13 Xia Yi-Shan, “Dangqian Guoji Nengyuan Xingshi he Zhongguo Nengyuan Zhanlue” (Current 
International Energy Situation and China’s Energy Strategy), Heping Yu Fazhan (Peace and Development), 
No.2 (2002): pp.36-39. 
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low oil self-sufficiency. Therefore, the self-support policy for energy is not realistic at all 

and China’s oil supply will definitely rely on the stability of world oil market. China has 

been moving from being a self-sufficient energy producer to an energy-hungry consumer. 

 

 

Figure 1. China Oil Use & Production 
                         Source: Energy Information Administration 

 

Today China’s energy security strategy on the one hand focuses on the 

diversification of supplies, and, on the other hand, on the diversification of transportation.  

In terms of supplies diversification, China seeks to become a well diversified energy 

consumer in the future. China’s oil imports heavily depend on the traditional oil 

producing area in the Middle East. However, increasing instability in this region makes 

the energy hungry countries to search for new energy sources in order to maintain the 

security of oil-transportation routes. Ideally, China hopes to provide a distribution of its 

importation according to the following percentages: 30 percent from Africa, 30 Percent 

from the Middle East, 30 percent from Central Asia and Russia, and 10 percent elsewhere. 

14  

                                                 
14 Daniel I. Fine, “The Geopolitics of Energy: Petro-States, Mega-Consumers and Security at Risk”, 
Fletcher School Lecture, (27 April 2006). 
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In terms of the diversification of transportation, China is willing to develop new 

transportation routes and increase the security of transportation. China believes that, 

China’s oil trade security is being challenged after the military existence of the United 

States along the narrow Malacca Strait. In case of military conflict and tensional world 

situation, China will not have the capacity to transport overseas oil. Today, the military 

presence of the United States and Russia in Central Asia also constitutes a threat to 

China’s oil security in the region. Oil resources in Central Asia are of vital importance to 

China’s future oil security since China has a geopolitical advantage by neighboring with 

energy-rich Central Asia states.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 


